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CONCESSION AGREEMENT EXTENSIONS - (ITEM NO. 6, AGENDA OF MAY 11, 2010)

Background

On May 11, 2010, on motion of Supervisor Knabe, your Board instructed the Chief
Executive Officer (CEO) to work with County departments to develop the parameters of a
policy which allows for the extension of concession agreements in return for increased fees
paid to the County without competitive bidding. Your Board also directed that both the
length of these extensions, and any applicable nutrition standards related to these
agreements, be considered in our analysis.

On May 17, 2010, we issued a survey to departments requesting the following information:

Number of concession agreements;

Name of the contract(s) and contractor(s);

Location and a brief description of the contracted service;

Current contract start date, termination date, and any option terms;

Description of the potential benefits the contractor(s) may offer and potential extension

periods; B

e  Whether the contract(s) provide products covered by Board Policy 3.115 (Los Angeles
County Food Policy for Vending Machines, Fundraising, and County sponsored
meetings); and

¢ Any concerns or special circumstances.

“To Enrich Lives Through Effective And Caring Service”
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Survey Results

The survey revealed there are 46 out of 72 concession contracts that could potentially be
extended in exchange for increased fees to the County or capital improvements to County
facilities. Departments communicated the following potential benefits of the 46 contracts
submitted as being eligible for possible extension:

Capital improvements to county owed facilities;

Revenue increase from higher rental percentages;
Revenue increases from higher commission rates; and/or
Possible cash bonus for extension.

The remaining 26 contracts were not included for the following reasons:

e Recently executed contracts where departments believe re-bidding may vyield
significant revenue increases in an improved economy;

e Contractor not interested in extension;

e Contract out for bid; and/or

¢ No potential benefit to the County.

Contract Term

Based on responses received from departments, the majority of the recommended
extensions would be between 2 and 20 years. Current termination dates of this group of
46 contracts range from contracts continuing on month-to-month basis as defined by the
original contract terms to contracts expiring in 2035. In most cases there is no legal
prohibition in extending these agreements with 4/5th vote of the Board (Govermnent Code
Section 25536.5). We will notify your Board of any contracts that have legal limitations or
requirements at the time of recommendation. '

Adherence to Food Policy

Several of the vending contracts are subject to the County’s Board Policy 3.115
(Los Angeles County Food Policy for Vending Machines, Fundraising, and County
sponsored meetings). Adherence to the Food Policy may result in a decrease in
compensation of up to 40 percent if required with an amendment, as some concessionaires
believe the Food Policy may have a negative impact on revenue, at least at the outset.

Recommendation

We believe the details of each potential contract extension will need to be evaluated on a
case-by-case basis and that the extension of some contracts may not be in the long term
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interest of the County. Additional extension commitments of already long term agreements
may put the County at a considerable competitive disadvantage due to changes in the
economy and inflationary factors that may be too difficult to accurately predict.

Criteria for Determining Contracts Covered by This Effort

Due to the long contract terms and unique nature of some of these contracts, it is difficult to
provide parameters that can be applied universally. Contractors need the flexibility to
determine various time frames in order to identify and amortize their potential capital
investment and/or adjustments to revenue streams. Generally, we will instruct departments
to only consider contracts meeting all of the following parameters:

e Contracts which were planned to be competitively rebid upon expiration, but for which a
competitive solicitation process is not already underway. It is not limited to contracts
expiring in the next year. However, benefits would need to be implemented for 2010-11
and extend throughout the extended period;

¢ Living Wage rates may not be reduced as part of this effort;

e Contracts with remaining option years, departments may seek to negotiate an extension
beyond the last option year, or may seek to negotiate a benefit in return for executing an
option year. In either case, benefits would need to be effective for 2010-11.

e Departments will exclude:

o Any contracts for which the department reasonably determines that a more favorable
benefit can be obtained via a competitive process;

o Contracts where the department has identified performance issues with the current
contractor;

o Contracts where the departments is uncertain if the services will be needed for the
extended term.

Conclusion

Unless otherwise instructed, we will submit final recommended parameters for your Board’s
consideration that will allow for the extension of concession agreements in return for
increased fees paid and/or capital improvements to County facilities without competitive
bidding. We are targeting a Board agenda no later than July 29, 2010. Upon your Board’s
approval of this initiative and the related final parameters, we will provide departments with
guidelines and instructions to proceed with contract negotiations, and bring individual
contract extension recommendations to your Board for approval. ‘
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Please let me know if you have any questions, or your staff may contact Martin Zimmerman
at 213.974.13286, or via email at mzimmerman @ceo.lacounty.gov.

WTF:BC:MKZ
FC:JH:ib

Attachment

c: Al Department Heads

Concession Agreement Extensions — Item No. 6 Agenda of May 11 2010_Brd Memo
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